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CHAD: KEY ECONOMIC INDICATORS (a) 
(In millions of current U.S. dollars unless noted) 
1988/89 
Percent 
1988(b) 1989(b) Change 


Domestic Economy 


Population (millions) (b) 5.06 5.42 5.55 
Gross Domestic Product 830.2 902.5 942.8 
Per Capita Income (US$) 164.0 166.0 170.0 


GDP by Sector 


Agriculture, livestock 375.8 
Manufacturing, 145.3 
Services 303.1 


Government Finance 


Revenues 
Expenditures 
Deficit 


BALANCE OF PAYMENTS 


Total exports (FOB) 87.7 109.3 141.4 
of which cotton is 44.5 41.0 68.3 
Total imports (CIF) 174.3 225.6 214.2 
Trade balance -86.6 -116.3 -72.8 
Services (net) -127.5 -137.2 -146.1 
Net Transfers 140.8 aaeed 184.9 
Current Account Balance -73.3 -25.4 -34.0 <-153. 
Foreign reserves 33.5 52.1 68.7(e) 10. 
F/X Rate (CFAF/USS$) 449.0 301.0 315.9 (4. 


DAYAR HAORPP PR 


U.S.-Chad Trade 
U.S. exports to Chad Sosa 3.95 4.94 5.83(c) 334.8(da 
U.S. imports from Chad 0.358 0.167 0.047 0.09 0.034(c) 126.6(d 


Major U.S. exports (1988): airplane parts, oil drilling equipment, corn 
oil, used clothing. 
Major U.S. imports (1988): tea, pepper, wild animals. 


a) Economic statistics differ from previous editions due to significantl 
improved available data, b) Estimate, c) Jan.-June 1989, d) Jan.-June 
1988-89, e) through Jan. 1989. 


Sources: IMF, World Bank, Government of Chad, World Food Program, USAID 
U.S. Embassy N’Djamena, and U.S. Department of Commerce. 





SUMMARY 


Since the September 1987 official cease-fire in the war with 
Libya, Chad’s efforts to revitalize its economy have met with 
mixed results. Stunning victories by Chadian troops over 
Libyan military forces in Chad in 1986-87 have permitted the 
government to recover all but the Aozou Strip in northern Chad 
from Libyan military occupation. The cease-fire and subsequent 
reestablishment of diplomatic relations between Chad and Libya 
in October 1988 have put an end to active fighting and 
permitted the government to begin focusing on economic 
recovery. Cotton remains the foundation of the Chadian 
economy, but the country is still suffering from the effects of 
the precipitous fall in world cotton prices in 1985. Essential 
reforms in the management and operation of Cotontchad, the 
country’s primary manufacturer, with many layoffs and gin 
closings, have reduced local buying power and prompted a 
corresponding reduction in the production of Chad’s other major 
manufacturers. Reconstruction of war-damaged buildings and new 
construction starts continue at a rapid pace in N’Djamena as a 
result of the improving security situation and continued growth 
of the capital city’s expatriate community. The below average 
rainfall of 1987 was followed by a very wet 1988, resulting in 
a significant increase in agricultural production. 


A 50 percent drop between 1985 and 1987 in the world price of 
cotton, rigidly maintained producer prices, an appreciation of 
the CFA franc (CFAF), and increased production costs due to low 
capacity utilization combined to undermine the financial 
situation of the country’s largest enterprise, Cotontchad, the 
national cotton company. Chadian production costs were nearly 
double the world cotton price from 1984-86. Financial losses 
per kilo of cotton exported mounted. Cotontchad went from an 
operating surplus of CFAF 11.6 billion in 1983-84 to the brink 
of bankruptcy by 1988 with cumulative FCFA 40 billion in 
losses. Major donor assistance provided by a World 
Bank-sponsored consortium with substantial French participation 
has saved Cotontchad from the threat of bankruptcy and will 
support its projected deficit operations until 1991. A series 
of "bail-out" agreements sponsored by various European donors 
and the World Bank have been able to bring the cotton crisis 
under control. The conditions of the restructuring agreements 
will reduce the amount of tax revenues generated from the 
cotton sector which once accounted for 50 percent of all 
government revenues. 


For many years to come, Chad will have to continue to rely on 
foreign budgetary assistance to support its tenuous financial 
position; the 1988 budget deficit of $23.8 million, is expected 
to grow to $49.1 million in 1989. 





U.S. economic interests in Chad remain minimal. Esso Chad, a 
Shell/Chevron/Exxon consortium, renewed its exploration 
concession in Chad in December 1988 with two five-year leases. 
Depending on the size of the oil reserves in the Sedigi fields 
near Lake Chad, Esso Chad will participate in a World 
Bank-supported project for the construction and operation of a 
micro-refinery in N’Djamena by the early 1990s. The Hunt 
International Petroleum Company (HIPC) signed a concession 
agreement with the government in December 1988 to explore for 
oil in central Chad. 


Foreign donor assistance continues to furnish most resources 
for long-term development projects. Such activities present 
U.S. firms with their best sales possibilities in Chad. U.S. 
direct investment will probably continue to be negligible. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Political/Economic Overview 


During 1987, the Chadian National Armed Forces (FANT) succeeded 
in liberating most of the northern third of Chad from Libyan 
occupation. Libyan forces remain in strength at Aozou in the 
extreme northwestern corner of Chad, and Libya claims all of 
the so-called Aozou strip, a narrow band of territory across 
northern Chad. Both Chad and Libya have largely respected the 
cease-fire which has been in force since September 1987. In 
October 1988, Chad and Libya reestablished formal diplomatic 
relations, and though no substantive progress has been made 
toward resolving the Aozou territorial dispute, delegations 
from the two countries meet with some regularity. In addition, 
Chad’s sole political party, the National Union for 
Independence and Revolution (UNIR), held its national congress 
in November, which was capped by the rallying of the 
oppositionist Democratic Revolutionary Council leader Acheik 
Ibn Oumar. With Acheik’s return, the weak and fractured 
Transitional Government of National Unity under Goukouni 
Weddeye remains the only entity opposing the Habre government. 


This positive political atmosphere has fostered a degree of 
confidence in the Habre government which has encouraged 
development organizations, private entrepreneurs and 
traditional merchants to increase assistance and investment. 
Although production of Chad’s major manufactured goods has 
declined from postwar highs established in 1985, foreign 
investment has increased, and a major debt financing and 
development agreement has been signed between the World Bank 
and the Chadian Government. Total World Bank support may reach 
$95 million including a structural adjustment facility, loans 
for education, telecommunications, and transportation 
improvement projects. 
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Agriculture and Animal Husbandry 


Agriculture: With heavy rains during 1988, the outlook for the 
1989 agricultural sector, employing almost 85 percent of the 
labor force, is excellent. Cereals production in 1988 was 
estimated at 682,900 metric tons (MT), a 27 percent increase 
over 1987 production. Cereals production should reach 710,200 
MT in 1989. Despite the general trend of increasing food 
production, Chad’s limited transportation infrastructure 
inhibits efficient internal distribution. International 
assistance may well be required to compensate for crops which 
fail in isolated areas. Improving the internal transportation 


network is a high priority of the government and international 
donors. 


Animal Husbandry: The main occupation of the northern and 
eastern nomads, animal herding is the country’s second most 
important source of export earnings. Cattle are the most 
valuable component of the national herd, followed by sheep, 
goats, and camels. 


In 1988, total livestock was estimated at almost 9.5 million 
head, of which almost 4.1 million were cattle. In 1988, Chad 
exported almost 50,000 head and produced 26,500 tons of meat, 
one quarter of which was exported. This production is down 
from the nearly 70,000 head exported in 1987. The government 
responded quickly to an outbreak of anthrax in 1988 and 
vaccinated some 750,000 animals, and thereby saved most of the 


herd. Livestock exports have been liberalized enabling private 
companies to compete with the former state monopoly, SOTERA. 


SOTERA accounted for nearly 40 percent of the animals exported 
in 1988. 


The Cotton Industry 


Cotton production has historically been the driving force of 
the Chadian economy, accounting for 70 percent of export 
earnings and providing the raw materials for the textile 
industry. Cotontchad, a mixed public enterprise, manages most 
aspects of cotton production, from the import of seeds to the 
export of ginned cotton. The drop in world cotton prices in 
1985, combined with the 1986 deterioration of the value of the 
U.S. dollar and severe mismanagement of Cotontchad, created 
tremendous problems for the parastatal. By the end of 1988, 
Cotontchad was almost $15 million in arrears. A restructuring 
effort may turn the tide; already 1,800 workers have been laid 
off, production limited to 100,000 prime hectares, operating 
gins reduced from 22 to 6, and a new pricing system introduced 
to encourage greater efficiency. Increased production of 
higher quality cotton is already evident. Cotontchad officials 





are cautiously optimistic that the company will break even in 
1989 even given lower levels of production. In 1988, 
Cotontchad produced 151,600 MT and it respectively projects 
harvests of 136,800 and 147,800 MT in 1989 and 1990. 


Manufacturing 


Following a drop in consumer purchasing power in relatively 
populous southern Chad, the country’s manufacturing sector 
experienced an across-the-board decline in production. The 
five most important enterprises are Cotontchad, which also 
operates oil mills and a soap factory; the National Sugar 
Company, Societe Nationale Sucriere du Tchad (SONASUT) ; 
Brasseries du Logone (BDL), Chad’s brewery; the Societe Textile 
du Tchad (STT), the National Textile Company and the National 
Cigarette Company, Manufacture de Cigarettes du Tchad (MCT). 
Although the manufacturing levels for 1988 fall short of 
previous highs, all major Chadian manufacturers save STT 
registered gains during 1988. 


Some elements of the manufacturing sector are exposed to keen 
competition from Nigeria. Illegal border trade creates 
opportunities to exploit the difference between the hard 
currency CFA franc and Nigeria’s devalued Naira. Nigerian 
products sold in Chad for CFAF may be used to significantly 
reduce the Naira cost of imports into Nigeria. The effect on 
Chadian production is compounded by the practice of selling 


these goods in informal markets--where no taxes are paid--at 
lower prices that undercut domestic production. 


Transportation 


Surface Transport: One of the factors severely hampering 
economic development in landlocked Chad is an inadequate 
transportation infrastructure. There are no railroads or river 
ports and only 17 miles of paved roads which are in good 
condition. There are some 4,349 miles of improved dirt roads 
providing access to some of the vast hinterland, but many of 
these roads are impassable during the rainy season. A number 
of donors, including the U.S. Agency for International 


Development (USAID), have committed themselves to road 
rehabilitation projects. 


Chad’s 1989 budget allocates FCFA 11.6 billion for 
reconstruction and rehabilitation of existing roads, a 270 
percent increase over 1988 budget allocations for roads. Chad 
also plans to spend another FCFA 5 billion on road maintenance, 
representing a 400 percent increase over 1988. Chad has a 
permanent road link with neighboring Cameroon provided by a 
bridge across the Logone River near N’Djamena. In addition to 


the bridge, two small ferries operate between N’Djamena and 
Kousseri, Cameroon. 





Air Transport: The only airports in Chad capable of handling 
modern jet aircraft are the International Airport in N’Djamena 
and the airport in Abeche. N’Djamena Airport can now 
accommodate wide-body Boeing 747 aircraft. Smaller airports 
suitable for propeller aircraft are located in Sarh, Moundou, 
Faya Largeau, Mongo, Doba and Bongor. Chad is served by two 
weekly passenger flights from Paris which stop in Bangui and 
Brazzaville; a weekly cargo flight from Paris; an Air Afrique 
Dakar-Nouakchott-N’Djamena-Jeddah and return flight; and a 
weekly Sudan Airways flight from Khartoum-N’ Djamena-Niamey 
-Nouakchott-Dakar. Ethiopian Airways initiated twice weekly 
service from Addis Ababa to N’Djamena, Niamey and Dakar in June 
1988. Chad’s national airline, Air Tchad, operates a Fokker-27 
and a Twin Otter on domestic routes, and flies to Bangui on an 
irregular basis. Air Tchad also does limited charter work and 
is currently negotiating the opening of air routes with both 
Cameroon and Nigeria. Three charter companies operate light 
aircraft in Chad. A twice weekly Douala-Ndjamena flight will 
not likely take effect until further negotiations are 
concluded. As a result of increased mechanical problems and 
revenue loss from the consequent aircraft downtime, Air Tchad 
lost $3.25 million in 1988, almost 60 percent of its operating 
budget ($5.6 million). 


Energy 


Petroleum products imported from Nigeria and Cameroon supply 


the bulk of the energy needs for the modern sector of the 
Chadian economy. Although government statistics on petroleum 
product imports are available only through mid-1986, the sales 
volume of the top three oil importers in Chad--Shell, Total and 
Mobil--was 72,433 cubic meters in 1988. These three companies 
are also the only ones with significant storage facilities and 
distribution networks. Other companies--SOMEX, STCPP and 
PETRODIS--are only marginally important. A large informal 
market fed by imports from Nigeria and Cameroon undercuts the 
official price of CFAF 290 per liter for premium gasoline by 
some CFAF 70 per liter. The opposite effect of this unofficial 
market was observed following a gas shortage in N’Djamena 
caused by refinery problems in Nigeria in March 1989. The 
price of one liter of gas on the unofficial market rose to FCFA 


400-600, while the government fixed prices at gas stations and 
instituted rationing. 


Following the renewal of its concession in southern Chad 
through two consecutive five-year leases, Esso Chad initiated 
operations to determine the extent of confirmed petroleum 
deposits in the Lake Chad region and in the Doba Basin in 
southern Chad. A micro-refinery, financed in part by the World 
Bank and Esso Chad, has been proposed to satisfy Chad’s 
domestic petroleum needs. 





As in much of Africa, the vast majority of Chadians continue to 
meet their daily energy needs by using traditional fuels such 
as wood and charcoal. This contributes to desertification 
particularly in the Sahel region and provides added impetus to 
finding alternative fuel supplies. 


Foreign Trade 


Exports: The partial recovery of Cotontchad has contributed 
significantly to reducing Chad’s trade deficit from $116.3 
million in 1987 to $70.8 million in 1988. Chadian cotton 
officials are satisfied with the current level of world cotton 
prices, and increased efficiency on the part of the Chadian 
cotton industry will likely result in further improvement in 
Chad’s foreign trade balance. Nevertheless, Chad will continue 
to depend disproportionately on cotton exports. Second to 
cotton are cattle which are driven across the border to 
Cameroon, Niger, and Nigeria. Livestock accounted for nearly 
$45 million in exports in 1988, but the size and importance of 
this trade is not accurately reflected in Chad’s balance of 
payments since up to 70 percent is exported illegally to avoid 
taxes and duties. Other exports, which consist mainly of 
textiles, beer, and hides and skins, account for approximately 
20-23 percent of export receipts. Total export receipts rose 
almost 31 percent in 1987 (from $109.3 million to $143.1 
million), and fell a negligible 1 percent in 1988. 


Imports: In 1988, approximately 40 percent of Chad’s imports 
fell under the rubric of official aid programs (including 
concessional loans). Food-related imports peaked in 1985 at 
$53 million but fell by almost three-fourths in 1986 to $17 
million. According to World Food Program information, food 
imports in Chad have declined steadily from 205,000 MT in 1985 
to 31,000 MT in 1987 and 18,000 MT in 1988. Chad’s principal 
commercial import is fuel, supplied by Nigeria and Cameroon. 
Chad also imports building materials, light machinery, 
vehicles, and consumer goods from Nigeria and Cameroon. 


While Chad continues to maintain close commercial ties with 
France for products such as telecommunications equipment and 
pharmaceuticals, its two southwestern neighbors, Nigeria and 
Cameroon, have replaced France as Chad’s leading source of 
imports. In recent years, import values have dropped slightly, 
from the equivalent of $225.6 million in 1987 to $213.9 million 
in 1988, and import values in 1989 are projected to be $204.7 
million. These commercial import figures do not include the 
value of the significant military assistance provided by France 
and the United States. 





Government Finance 


In December 1988, the government approved the recurrent budget 
for 1989. 1989 recurrent budget expenditures are marked by a 
57 percent increase over the 1988 level, in contrast to annual 
average increases of 3 percent over the past five years. Donor 
budgetary support will cover 64 percent of the budget deficit, 
leaving a remaining financing gap of about $18 million, 
equivalent to a 2-3 percent of projected GDP for 1989. The 
government, on World Bank recommendation, plans to increase 
overall demand in the economy through a one-time, fivefold 
increase in government expenditures and a nearly 40 percent 
increase in civil service salaries. Theoretically, these 
increases should improve Chad’s absorptive capacity; however, 
this deficit financing precludes a balanced budget and makes it 
difficult for the government to remain within the IMF 
structural adjustment arrangement deficit guidelines. 


Foreign Debt 


As a result of earlier political instability and limited 
natural resources, Chad was not able to borrow heavily and had 
been one of Africa’s least indebted countries. However, total 
external debt rose by almost 40 percent from 1987 to 1988 from 
$266.8 million to $366.5 million. External debt was 34.9 
percent of GDP in 1988 versus 27.9 percent in 1987. Debt 
service payments reached almost $12 million in 1988 versus $7 
million in 1987. 


IMPLICATIONS FOR THE UNITED STATES 


Foreign Investment Policy 


The Government of Chad welcomes foreign investment. Real 
estate concessions, customs and public utility privileges and 
tax incentives are available to investors willing to develop 
agricultural, industrial, mining and petrochemical projects in 
Chad. Tax incentives guaranteed for 25 years are being offered 
to investors willing to commit FCFA 1 billion (currently about 
$3.2 million) or more to a project. For investors committing 
lesser amounts, guarantees of shorter duration are offered. 
Customs benefits and tax incentives are also available to 
investors willing to reconstruct some of the hundreds of homes 
and buildings damaged by the fighting in N’Djamena from 1977 to 
1982. 





U.S. Sales Possibilities 


A poor transportation infrastructure, small markets, 
traditional trade links, use of the French language, and 
limited financial resources have greatly limited U.S. business 
activities in Chad. Chadian business people have 
traditionally looked to France and more recently Nigeria and 
Cameroon as trading partners. Chad’s nascent textile, tobacco, 
and sugar industries are heavily protected, and there is 
little market for the high technology products produced by 
many American firms. 


Despite these challenges, U.S. firms have sold agricultural 
and computer equipment in Chad. All of the gins used by 
Cotontchad are American made. Caterpillar recently sold heavy 
construction equipment to Chad through a USAID project. 

Having openned the door, it may become established as a 
competitive alternative to French-manufactured equipment. 
Aircraft parts frequently top the list of U.S. exports to 
Chad. Other items which sell well in Chad include tires, used 
clothing, generators, medical instruments, and spare parts. 
Mobil Oil and Esso Exploration both have been operating 
successfully in Chad: Esso exploring for new oil deposits and 
Mobil retailing aviation and other fuels. The best 
new-to-market sales opportunities for American firms will 
present themselves as projects financed by the World Bank and 
other donor agencies develop. 


Business people with specific concerns may wish to contact the 
Commercial Section of the U.S. Embassy in N’Djamena in care of 
U.S. State Department, Washington, D.C. 20520-2410, TLX 5203 
KD, Telephone [235] (51) 32-69; or the U.S. Department of 
Commerce Desk Officer for Chad, Room #3317, Washington D.C. 
20230, Telephone (202) 377-0357. 














